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RESULTS IN BRIEF 1971 


1970 
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REPORT TO THE SHAREHOLDERS 


The upward trend of earnings established in 1970 continued, making 1971 
an important period of growth and expansion for the Company. Basic 
earnings per common share were 99¢, compared to 87¢ in 1970. Total 
revenues were up 12% to $192,903,000. Earnings applicable to common 
shares increased 18% to $13,229,000, while cash income increased 15% 

to $39,487,000. Dividends on common shares were maintained at an annual 
rate of 60¢. 
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Significant Increase in Earnings 
All companies in the Northern and Central group contributed to the 
increase in earnings in 1971. 

The utilities, as a group, continued a program of effective cost control. 
Revenue improvement resulted from the rate increases approved in 1970, 
from the upgrading of industrial and commercial customers to a better 
Northern and Central Gas Corporation Limited: type of gas service, with correspondingly improved prices, and from higher 
an integrated Canadian energy company. volume of gas sales. 

Canadian Industrial Gas & Oil Ltd. (CIGOL) showed consistent growth 
in revenues and earnings and contributed an important percentage of the 
total consolidated net income of the Company. 


Reserves Increase 

CIGOL further expanded its position as a major independent Canadian 
oil and gas company and, during the year, acquired all the outstanding 
common shares of Laurence Oils and Frisco Petroleums Ltd. These two 
companies have added more than 10 million barrels of oil and 21 billion 
cubic feet of natural gas to reserves. 


Company Acquires Coal Interest 

Northern and Central advanced its policy of integration in the energy field 
by the purchase of 82% control of Coleman Collieries Limited on August 
26th, 1971. 

Coleman Collieries is in the Crowsnest Pass area of southwestern 
Alberta and has four developed coal mining operations. This company 
has long-term contracts for the shipment of 1,500,000 long tons per year, 
commencing January 1, 1972. Coleman's proven reserves of coking coal 
are 170,000,000 tons. 
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Bond Financing Planned for 1972 

The sale of $50,000,000 senior debentures in January, 1971, provided funds 
for the repayment of outstanding short-term debt and for the major part 
of the utilities’ 1971 capital program. It is proposed to use the utilities’ 
bondable property additions of the last two years to sell a first mortgage 
bond issue for drawdown late in 1972 or early 1973. 

At year-end 1971, the Company had short-term debt of $27,000,000. The 
sale of commercial paper, as an intermediate form of financing capital expend- 
itures, contributed to increased earnings in 1971 and to date in 1972, due to 
the current low interest rates on this form of debt. To provide interim funds 
for the utilities’ $25,000,000 1972 capital program, this form of financing will 
continue to be used. Funds for CIGOL’s 1972 capital spending of $25,000,000 
will be provided from that company’s cash flow and bank lines of credit. 


Higher Gas Costs 

It is anticipated that the utility companies of Northern and Central will 
face higher gas costs in 1972 as a result of an application by the Company's 
supplier for increased rates. The application will soon be considered by 
the National Energy Board. 

Northern and Central is confident that these increased gas costs will 
be reflected, without undue delay, in adjusted gas rates to customers and 
that the effect on utility rates of return in 1972 will be minimal. The 
increase in the cost of gas to the Company’s customers is expected to be 
reasonable, particularly when compared to the price increases of other 
forms of energy and commodities that have occurred in recent years. 


Canada’s Future Energy Needs 

An increasing awareness developed in 1971 with regard to gas supplies 
and reserves and the need to insure that further reserves would be found 
to provide Canada’s total future energy requirements. The realization that 
the producer must receive an adequate return on investment, in line with 
higher costs of finding and processing reserves, was acknowledged. At 

the same time, the contribution that natural gas can make to the reduction 
of the growing and severe pollution problems of Canadian cities became 
even more apparent. The important need for rationalization of the use 


Case for Tax Equity Succeeds 

As a result of representations by Northern and Central and other 
companies, the original White Paper Proposals on Taxation were modified 
and the new Federal tax legislation gives utility company shareholders 
tax treatment basically similar to shareholders in other Canadian 
companies. Also of interest to shareholders is that the new legislation 
provides, in certain instances, for off-shore exploration expenses to be 
deductible from Canadian earnings for tax purposes. Some further 
clarification is needed but, basically, this is a constructive move that 
can be of material assistance to independent Canadian gas and oil 
companies. 

Unfortunately, in other directions, government activity at the Federal 
level has not been as reassuring. The proposed Business Competition Act, 
foreign ownership guidelines and consumer affairs legislation have tended 
to produce an environment of uncertainty for business and the people of 
Canada at a time when the encouragement of investment and expansion 
should be the prime concern of everyone. 


Summary 

Northern and Central Gas Corporation is today in a stronger position 
than ever to take full advantage of the opportunities in the ever- 
increasing Canadian and North American energy markets. 

The outstanding performance of employees in all companies in the 
group has made possible the excellent results of 1971 and is acknowledged 
with thanks at this time. Appreciation of the continued support and 
interest of shareholders is also recorded. 


On behalf of the Board, 


of all forms of energy in Canada received increasing attention. 

Governments, regulatory authorities and industry are reacting positively 
to these considerations and, in many instances, have formed either 
committees or departments for such study. 


C. Spencer Clark, 
Chairman of the Board 


Edmund C. a 


President and Chief Executive Officer 


March 7, 1972. 
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Gaz Métropolitain, inc G 


It is gratifying to report that, as indicated in the 1970 Annual Report, 
the various steps then taken to improve the earnings of Gaz Métropolitain, 
inc. have shown effect in 1971. 

Results for 1971 were total revenues of $55,059,000, an increase of 8% 
over the previous year. Net income was $5,071,000, an increase of 183% 
over $1,789,000 for 1970. 

This significant increase in earnings reflects the benefits derived from 
changed sales policies, better control of expenses and reduction of interest 
costs. Increased demand for natural gas, and the first full year of operation 
under new rate schedules approved in late 1970, also contributed to the 
improvement in earnings. 


Marketing 
Higher competitive fuel prices, and a growing concern with air pollution, 
have intensified interest in natural gas in Montreal. 

Gaz Métro concentrated during the year on the upgrading of existing 
customers, the firming up of large interruptible loads, as well as the addi- 
tion of new large commercial and industrial customers on or close to the 
existing system. Residential sales also improved during 1971. 

The success of this program was evidenced by the fact that firm gas sales 
were 36 billion cubic feet in 1971, an 11.4% increase over the previous 
year. Total send-out for the year rose 6.5% to 52 billion cubic feet. The 
maximum daily peak was 203,448,000 cubic feet, compared with 200,817,000 
cubic feet in 1970. 

A large industrial contract has been signed with La Siderugie du Québec 
(Sidbec) for the supply of 16,200,000 cubic feet per day for a plant being 
built at Contrecoeur. Deliveries are to commence in the fall of 1972. 

The 1971 advertising program had the theme “If everyone in Montreal 
used natural gas, there would be a lot less air pollution’. The program 
will be continued in 1972 on an expanded basis. 


Gas Supply 
The 1971 daily contracted demand was 162,000,000 cubic per day and it 
will be raised in 1972 to 182,000,000 cubic feet per day. 


1. Construction nears com- 
pletion of second liquefied 
natural gas storage tank in 
Montreal. Storage capacity 
will be increased to the 
equivalent of two billion 
cubic feet of gas by mid- 
1972. 

2. Liquefied natural gas 
sales of $1,520,000 were 
made in 1971, mostly to the 
New England States. High- 
way tanker has capacity 
equivalent to 913,000 cubic 
feet of gas. 


The liquefied natural gas (LNG) plant adequately handled peak-shaving 
requirements in 1971. The forecast of gas requirements for the 1972-73 
heating season is in excess of the capacity of the existing tank and a second 
tank is now under construction and will be completed in September, 
doubling storage capacity to two billion cubic feet. 


Coke Operations 

Profit of coke operations, before depreciation and taxes, was $1,830,000, 
an increase of 15% over the previous year. A pollution abatement program 
for the plant was put into operation in 1971 and further improvements 

are planned for 1972. 


Industrial Relations 

The labour contract for hourly workers was re-negotiated for a 24-month 
period, terminating on October 1, 1973. The clerical employees union con- 
tract will be subject to re-negotiation on September 1, 1972. 


Capital Expenditures 
Capital expenditures for 1971 were $10,131,000. 

The Quebec Electricity and Gas Board has approved the insertion of 
polyethylene plastic pipe into the cast iron system. This promises to be a 
most significant development in Gaz Métro’s continuous efforts to reduce 
maintenance costs, while ensuring an improved and more dependable 
system. 

Capital expenditures for 1972 are budgeted at $14,000,000, which in- 
cludes $6,100,000 for the completion of the LNG storage facilities and the 
building of the 41-mile, 16” diameter pipe line to the Sidbec steel plant. 


Taxes 

In December, 1971, Bill 48, the Real Estate Assessment Act, was enacted by 
the Quebec National Assembly. Special provision has been included for 
public utilities which should reduce the amount of real estate taxes 

Gaz Métro will be required to pay in the future. 


Gas Rates 

In order to meet increased costs, a petition for an increase in gas rates was 
filed with the Electricity and Gas Board of the Province of Quebec on 
December 13, 1971. 


Regulation 
Gaz Métro continues to take an active part in current hearings before the 
National Energy Board. 

The company’s location at the end of the pipeline from Alberta makes 
it more vulnerable to interruption of service and, at the same time, 
causes it to have the highest rates for natural gas in Canada. Gaz Métro 
believes this position at the end of the line has precluded it from obtaining 
equal treatment with other distributors in regard to type and cost of gas 
service and intends to keep pressing for fair and realistic gas rates from 
the supplier. 

With increasing demand for natural gas and the system expansion and 
improvement of the past several years, together with the industrial activity 
of the area served, management is confident that the significant gains of 
1971 will be maintained in 1972. 


ste ny 


February 10, 1972. A. E. Sharp, President 
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During the year, the Ontario Division commenced using a new symbol. 
Previous regional identifications, Twin, NONG and Lakeland, have been 
replaced by Atgas which will be used on all signs and other forms of visual 
identification. 

Net income for the year was a record $5,551,000, an increase of 22% 
from $4,536,000 in 1970. Gas sales also reached a record high of 
$61,769,000, an increase of 9% over the previous year. Number of custom- 
ers served totaled 86,069, compared to 83,174 in 1970. Capital expenditures 
in 1971 were $6,257,000 and net total investment in property, plant and 
equipment increased to $121,315,000. 

Marketing 

1971 sales increased in all categories, indicating the increasing acceptance 
and demand for gas for heating and industrial processing. Improved average 
prices in the industrial category were obtained by upgrading of contracts 
and the conversion of substantial interruptible loads to firm sales. 

Major customer additions included Lake Ontario Cement Limited, in the 
Picton area, Strathcona Paper Company Limited, near Belleville, and 
Jomtar Fine Papers Ltd. in Cornwall. Some 700 new residential customers 
were added in Sault Ste. Marie. 

An active sales campaign, using a newly-introduced conversion-burner 
drogram and the existing dealer organization, was highly successful and 
added 3,400 new customers to the system. The Gulfstream water-heater 
drogram was again very effective, with approximately 4,000 new units 
being installed. This year’s performance in these two important sales activ- 
ities produced a 20% improvement over 1970. 

Large building developments are currently under construction in Sud- 
oury, Sault Ste. Marie and Thunder Bay and developers are benefitting from 
he additional housing demand, as well as commercial and industrial 
growth, in areas adjacent to natural gas supply. 

NCgas sold natural gas to 76% of the new housing starts throughout the 
service area in 1971. 

Gas Supply 
NCgas maintained a 94% load factor during the year and, at year-end, the 


1. Important increases in volume of gas used in the reverbatory furnaces of Noranda Mines 
Limited were added in 1971. 

2. Large new industrial customers in 1971 included the Lake Ontario Cement Limited plant, 
where kiln firing is a major load. 

3. A new operations building was constructed in North Bay to serve the growing needs 


of Northeastern Ontario. 

4. Residential heating in Northern Ontario continues to be a major source of revenue. 
More than 2,980 residential customers were added to the Ontario system in 1971. 

5. Steel is annealed in these gas-fired furnaces at Algo 


total contracted daily demand was 292,200,000 cubic feet. Additional 
long-term supply contracts for the contract year commencing November 1, 
1972, for 18,275,000 cubic feet per day of firm gas have been signed 
with the supplier. 

The liquefied natural gas plant at Hagar was operated at full liquefying 
and vapourizing capacity in 1971, providing 595,000,000 cubic feet of gas 
for winter peak-shaving purposes. 

Construction 

Some 42 miles of mains of various sizes and 3,234 service lines were 
installed in 1971 to serve new markets. The largest project was 15.7 miles 
of 6” pipe, constructed to the Lake Ontario Cement plant. 

Plans were completed for the construction of a $4.2 million, 54 mile, 12 
inch loop line to the Sudbury Basin to meet the added sales that have 
developed in that area. The contract has recently been awarded and con- 
struction commenced; completion is scheduled for August 15, 1972. 
Regulation 
On December 17, 1971, the Ontario Energy Board approved a revised rate 
schedule, to become effective January 1, 1972. The decision of the Board 
allowed NCgas an overall rate of return of 8.6%, which incorporated a 
14% return on common equity. It is anticipated that the revised rate 
schedules will produce additional revenues approaching $200,000 
during the current year. 

Employees 

At December 31, the number of regular employees was 413, slightly less 
than a year ago. Five union contracts were negotiated satisfactorily during 
the year and resultant increased operating costs are to be met by increases 
in productivity over the next few years. 

The general business outlook in the NCgas market area continues to be 
good, with growth in production and population at forecast levels. 


February 14, 1972. J-J. Leroux, Executive Vice-President 
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As a public service, Greater Winnipeg Gas provides a large, illuminated sign to 
announce coming community events. Sign is located in front of Greater Winnipeg 
Gas operations building on busy Disraeli Freeway. 


Another year of growth was experienced by Greater Winnipeg Gas Com- 
pany in 1971. The economy of the Winnipeg market is diversified, with a 
good foundation of agricultural business and secondary industry. Winnipeg 
is also a major marketing and distribution center for the prairie region. 

Net income for 1971 was $3,680,000, 15% higher than last year’s figure 
of $3,187,000. 

Revenues for 1971 were $30,106,000, 7% more than 1970 revenues of 
$28,033,000. Revenues and earnings for 1971 benefited from an increase in 
rates of approximately 5%, which became effective December 7, 1970. The 
number of customers served at year-end was 113,779, a gain of 5,275. 


System Extension 

During the year, Greater Winnipeg Gas extended its service area to 
include the towns of Beausejour, Garson, Tyndall and East Selkirk. Construc- 
tion work was done during the summer months, making natural gas avail- 
able to the communities for the fall heating season. 


Gas Purchases 

The cost of gas increased 5.6% over 1970 to $14,482,000. This was 
primarily due to the increase in gas send-out. The unit cost of purchased 
gas has, however, remained constant during the past two years. Greater 
Winnipeg Gas’ supplier appeared before the National Energy Board during 
1971, requesting permission to increase rates. The Board has approved an 
increase on an over-all basis and the supplier must file new rates by 
March 31, 1972, after which a public hearing will be held before they are 
finally approved and put into effect. 

Peak day send-out was 253,432,000 cubic feet, occuring on January 26. 
The degree day deficiency was 82. The weather for the year was approxi- 
mately 2% colder than normal. 

Marketing 

The number of gas appliances installed during the year was 18,290, com- 
pared to 16,149 in 1970. Gas water heaters continued to be widely ac- 
cepted, with 8,557 being installed in 1971, as compared with 7,927, in 1970. 

Sales gains in the commercial and industrial areas were assisted by the 


eee competitive advantage of natural gas, in relation to the price of 
oil. 

The value of building permits issued in Greater Winnipeg during 1971 
was $150,831,000, an increase of $12,005,000, or 9% over the 1970 figure 
of $138,827,000. The total for 1971 was only exceeded in one previous year 
—1969, when the value of permits issued reached the record figure of 
$155,931,000. Institutional and governmental building permits accounted 
for $34.8 million and home building accounted for $87.6 million, an increase 
of $22 million from the 1970 total of $65.6 million. The largest increase in 
building permits was in the single family dwelling category. In the home 
market, 3,540 new residential customers chose natural gas for heating 
purposes. 


Capital Expenditures 

Capital expenditures for utility purposes were $5,108,000. In addition, a 
total of $1,451,000 was invested in gas and oil exploratory work in western 
Canada. Greater Winnipeg Gas has participated in the drilling of thirty 
wells in the past two years, which has resulted in two oil and two gas 
discoveries. Further development work will be required before the extent 
of the discoveries is completely known. At the year’s end, proven oil re- 
serves of 966,000 barrels had been developed. Greater Winnipeg Gas had 
lease interests, with others, in about 1 million acres of land, with a net 
| interest of nearly 200,000 acres. 

Greater Winnipeg Gas outgrew its original computer installation and, as 
a result, a new and more modern computer was installed in 1971. 


Industrial Relations 

Greater Winnipeg Gas negotiated a 33-month wage agreement with the 
Oil, Chemical and Atomic Workers International Union, CLC, granting sub- 
stantial increases in wages and fringe benefits. The new contract expires 
on December 31, 1973. 


| February 11, 1972. A. R. Elliott, President 


ee gee eereses 


2) SREP EPPERSSSOM EDUC TIE PV Caret 


1. Liquefied petroleum gas 
storage plant in Winnipeg 
has a capacity of ten 
million gallons. Second 
tank was completed in 
1971. Propane-Air is used 
for peak-shaving purposes 
during periods of maximum 
demand. 

2. Industrial burner used 
by Western Gypsum 
Limited, Winnipeg, to dry 
wallboard. 

3. Following the continu- 
ing program of extending 
service to additional 
communities, natural gas 
was made available in 
1971 to Beausejour, in 
photo, and to Garson, 
Tyndall and East Selkirk. 
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Champion Pipe Line Corporation Limited 


The earnings of Champion Pipe Line Corporation Limited for 1971 were 
$547,000, up 154% from $215,000 in 1970. Total revenues were $1,120,000, 
an increase of 85% from $606,000 in the previous year. Revenues from 

gas transmission charges were $284,000 and commission revenue from 
liquefied natural gas sales was $836,000. 

Champion became the sales agent in 1970 for liquefied natural gas from 
the LNG plant of Gaz Métropolitain, inc. in Montreal. Ready markets for 
the product were found in New England and this marketing program came 
into full operation in 1971, when Champion delivered the equivalent of 
1.35 billion cubic feet of natural gas to three large gas distribution com- 
panies in the greater Boston area. All of the liquefied natural gas sold was 
surplus to the needs of Gaz Metropolitain. 

The sale of liquefied natural gas to other markets by Champion has 
accelerated the construction of additional storage facilities and their maxi- 
mum use, resulting in economies and increased revenues for both Gaz 
Métropolitain and Champion. 


February 28, 1972. 


Northern and Central Gas Corporation 


Utility Gas Sales—Volume In billions of cubic feet 
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Utility Gas Sales—Revenue In millions of dollars 
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Canadian Industrial Gas & Oil Ltd. 


The steady growth of Canadian Industrial Gas & Oil Ltd. was maintained 
throughout 1971. Exploration success resulted from drilling ventures in the 
western Canadian Sedimentary Basin, the Arctic and the North Sea. 

Total revenues were $41,271,000, up 24% from $33,196,000 in 1970. Net 
income increased 14% to $9,889,000, from $8,643,000 last year, and cash 
flow increased 15% to $17,479,000, compared to $15,228,000 in 1970. 

Crude oil and natural gas liquids production averaged 10,162 barrels per 
day, compared to 9,306 in 1970. Natural gas production averaged 93,400,000 
cubic feet per day, compared to 95,200,000 in 1970. 

Crude oil and natural gas liquids reserves increased to 69,733,000 barrels 
and natural gas reserves were 604 billion cubic feet at the end of the year. 
Total sales of propane and butane were 76,500,000 gallons. 

Exploration 

Early in the year, CIGOL, through its 97% owned subsidiary, Trans-Prairie 
Pipelines, Ltd., made an oil discovery in the Golden Lubicon area of 
Alberta. Subsequently, seven development wells were drilled of which four 
have been completed as oil wells. Exploration activities of CIGOL resulted 
in an oil discovery in the Beatton River area of British Columbia and an- 
other in the Meekwap area of central Alberta. Three gas discoveries in the 
Manyberries, Barrhead and West Prairie River areas of Alberta were made 
during the year. Work is currently in progress to evaluate these finds. 

In the Arctic, CIGOL, through its 74% owned subsidiary, Prairie Oil 
Royalties Company, Ltd. and its interest in Panarctic Oils Ltd., participated 
in the drilling of a second gas well on King Christian Island. The operator, 
Panarctic, reported the well to have flowed on test at 186,000,000 cubic feet 
of gas per day. Late in December, Panarctic announced another gas dis- 
covery at Kristoffer Bay on Ellef Ringnes Island. Through its 10% interest in 
Elf Oil Exploration and Production Canada Ltd., CIGOL participated in 
drilling wells on Prince Patrick Island, on Banks Island and a third offshore 
the east coast of Canada. 

In the Scottish sector of the North Sea, a gas condensate well in which 
CIGOL has a 15% interest was completed on a major structure in 1971. The 
company is participating in further applications for licenses in other areas of 
the North Sea and offshore British Isles as a member of a consortium in 
which it has a 15% interest. 
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4: 


CIGOL acquired a 2114 % interest in April, 1971, in a concession of 
426,322 acres offshore the east coast of Malta. A geophysical survey has 
since been carried out on these lands and a well was spudded on January 
Syn 

In January, 1972, CIGOL was awarded an exploration licence for approxi- 
mately 72,000 acres off the Sicilian coast. 

The company and Th. Weisser KG. acquired from the Tunisian Govern- 
ment three exploration permits in April, 1971. Two of these permits are 
located offshore and one is in the Tunisian Western Desert; all three total 
3,500,000 acres. CIGOL currently retains a 38% working interest in the 
project. Since April, discovery wells with prolific oil production have been 
drilled in adjoining concessions. 

An office was opened in London in October, 1971, to manage European 
and African affairs. 


Land Holdings 

Land holdings increased in 1971 to over 23,000,000 gross acres and 
14,000,000 net acres. In addition to the 1,250,000 net acres acquired in the 
Tunisia permits, over 1,000,000 net acres in permits offshore Banks Island 


in the Arctic and 2,000,000 net acres off the east coast of Canada were 
added. 


Acquisitions 

In January, 1971, 100,000 shares were issued to acquire the remaining 
outstanding 50% of Western Propane, Inc. This subsidiary distributes lique- 
fied petroleum gas in Washington and Oregon and sold over 28 million 
gallons in 1971. Also in January, 185,000 shares were issued for a 100% 
interest in Laurence Oil Co. Ltd. which has producing properties in the 
Swalwell oil field of Southern Alberta. An agreement was made with Cana- 
dian Bonanza Petroleums Ltd. in December to exchange 755,000 shares 
for all outstanding shares of Frisco Petroleums Ltd. Frisco’s oil and gas 
properties are located in the Lathom and Countess fields of Alberta and 
will add over 10 million barrels of oil and 21 billion cubic feet of gas to 


CIGOL’s reserves. pe ae 


February 24, 1972. E. A. Galvin, President 


PE wonrsan AND CENTRAL GAS CORPORATION 
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and its Subsidiaries 


1. Strip mining at Coleman Collieries contributed to the 1971 total production of 
1,090,474 short tons of coal. Tent Monutain No. 4 Pit, illustrated, is 5,980 feet above 
sea level. 

2. Wash plant of Coleman Collieries was constructed in 1969 and has a present 
capacity of 400 short tons of clean coal per hour. 


Coleman Collieries Limited G 


The year 1971 was one of considerable progress and further development 
for Coleman Collieries Limited. Purchases and deliveries of equipment 

and mine preparation were essentially completed so as to enable the com- 
pany to mine and ship coal on firm contracts at the rate of 1,500,000 

long tons per year in 1972, as compared to a rate of 1,000,000 long tons 

in 1971. The fiscal year has been changed to a calendar basis and, as a 
result, the figures here presented are for the nine months ended December 
Si), ISVAL. 

Gross sales for this period were $9,438,000, compared to $12,201,000 for 
the twelve-month period ended March 31, 1971. During the 1970-71 fiscal 
period, sales revenues included $1,231,000 Government of Canada subven- 
tion assistance which terminated March 31, 1971. 

Production during the period under review was lower than anticipated 
due to local geological disturbances which were encountered in Vicary 
Creek #2 North mine and the delay in delivery of one continuous mining 
unit. At this date, mine development has advanced into normal geological 
formation. Efforts are presently being concentrated on advancing main 
development headings in new mining areas. 

Expenditure on mine development during the period was $1,892,000, as 
compared to $1,008,000 for the twelve months ended March 31, 1971. 

Other capital expenditure for the nine-month period amounted to 
$2,038,000. Receipt in February of the last continuous mining unit has 
completed the planned equipment expansion program. 


February 28, 1972. V J. S. Diskin, President 


1. Total production of Coleman Collieries js presently 
shipped under contract to Japan. Additional 

markets are being developed and trial shipments have 
been made to Europe. 

2. Coleman coal being off-loaded for the Nippon 
Kokan K.K. steel mill at the Port of Kawasaki, Japan. 


Shipments are made to various Japanese mills under 
contracts with two major trading companies. 

3. To meet larger export contracts, production of the 
Vicary Creek Mine is being increased. Ten continuous 
mining machines are now Operated by 

Coleman Collieries. 


Corporate Structure 


Principal Subsidiaries of Northern and Central Gas Corporation and Canadian Industrial Gas & Oil Ltd., showing percentage of ownership at December 31, 1971. 
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Riddell, Stead & Co. 


CHARTERED ACCOUNTANTS 
P.O. Box 431, Royal Trust Tower, Toronto-Dominion Centre, Toronto III, Ontario 


AUDITORS’ REPORT 


To the Shareholders 
Northern and Central Gas Corporation Limited 


We have examined the consolidated balance sheet 
of Northern and Central Gas Corporation Limited 
and its subsidiaries as at December 31, 1971 and 

the consolidated statements of income, retained 
earnings, paid-in surplus and source and application 
of funds for the year then ended. Our examination 
included a general review of the accounting pro- 
cedures and such tests of accounting records and 
other supporting evidence as we considered neces- 


sary in the circumstances. 

In our opinion these consolidated financial state- 
ments present fairly the financial position of the 
companies as at December 31, 1971 and the results 
of their operations and the source and application 
of their funds for the year then ended, in accor- 


dance with generally accepted accounting principles 
applied on a basis consistent with that of the 


preceding year. 


Riddle bead bo. 
Mylene 


February 11, 1972 


Financial Statements 
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NORTHERN AND CENTRAL GAS CORPORATION 


and its Subsidiaries 


ACCOUNTING POLICIES 


The principal accounting policies followed by Northern and Central Gas Corporation 
Limited, and its subsidiaries, are summarized here to facilitate a comprehensive review of 
the financial statements contained in this report. 


Principles of Consolidation 


The consolidated financial statements include the accounts of the Company and all its sub- 
sidiaries; all inter-company transactions have been eliminated. 


Acquisition of Coleman Collieries Limited 
On August 26, 1971, the.,Company acquired for $15,260,000 cash certain securities, including 


an 82% equity interest, of Coleman Collieries Limited, which mines and sells coal from its 
reserves in the Crowsnest Pass area of southwestern Alberta. 


The excess, $14,247,000, of the acquisition cost over the value of the net assets recorded 
by Coleman has been attributed in consolidation to cost of coal properties and will be 
systematically amortized on the basis of coal production commencing in 1972. 


The Company’s share of Coleman’s net income, since date of acquisition, is included as a 
separate item in the consolidated statement of income. 


Intangible assets arising from acquisitions 


The excess of cash or other consideration attributed to the acquisition of shares of gas 
utility subsidiaries over the underlying book values of their net assets, at dates of acquisi- 
tion, has been reflected as intangible assets arising from acquisitions and is not presently 
being amortized. 


Earnings per share 


Basic earnings per share have been calculated using the weighted monthly average number 
of common shares and common equivalent shares (options and warrants) outstanding dur- 
ing the year (13,309,931 shares in 1971; 12,758,367 shares in 1970). Fully diluted earnings 
per share represents basic earnings per share figures after giving effect, on a pro forma 
basis, to the conversion of outstanding convertible preference shares. 


Depreciation and depletion 
Gas utility facilities 


Depreciation is provided on the straight-line method by application of rates varying from 
1% % to 25% of cost. The application of these rates has been equivalent to an annual 
composite rate of approximately 242%. 


Oil and gas exploration and production facilities 


Oil and gas properties include all expenditures related to the exploration and development 
of oil and gas reserves, whether or not potentially productive. 
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Depletion of oil and gas properties is provided on the composite unit-of-production 
method, based on total estimated recoverable oil and gas reserves, and applied to remain- 
ing costs of oil and gas properties. 


Oil and gas production equipment and related facilities are depreciated on the straight- 
line method at rates varying from 3%% to 25% of cost. The application of these rates 
has been equivalent to an annual composite rate of approximately 5%. 


Coal properties 


Coal properties include initial costs and development thereon, together with the excess of 
the Company's acquisition cost over the value of the net assets recorded by Coleman. 


Depletion of individual producing coal properties is provided on the unit-of-production 
method based on their estimated recoverable coal reserves and applied to remaining costs 
of such reserves. 


Production equipment is depreciated on a straight-line method at rates varying from 5% 
to 30% of cost. 


Income taxes 
Gas utilities 


The companies’ rates and revenues established for regulatory purposes include recovery of 
income taxes currently payable; accordingly, the companies provide income taxes on this 
basis and do not provide for income taxes, which may be payable in future years, as a re- 
sult of current differences in timing of deductions for financial reporting and income tax 
purposes, principally in respect of depreciation and amortization. Such income taxes not 
provided and not recovered in revenues amounted, before applicable minority interests, to 
$5,000,000 in 1971, $4,300,000 in 1970 and $37,200,000 in total to December 31, 1971. 


Oil and gas exploration and production 


The companies claim amounts for income tax purposes, in respect of oil and gas properties 
and production facilities, in excess of the related depletion and depreciation provisions in 
the accounts, thereby reducing income taxes currently payable. The companies follow the 
general practice in the oil and gas industry of not providing for such reduction in income 
taxes currently payable which amounted, before applicable minority interests, to $4,300,000 
in 1971, $3,900,000 in 1970 and $22,200,000 in total to December 31, 1971. 


Deferred charges 


The companies follow the policy of deferring in the year incurred the costs and expenses 
of issuing long-term debt and of amortizing these charges against income over the term 
of the applicable issue. 


In addition, the gas utilities defer in the year incurred other expenses, principally con- 
tributions to customers for conversion to natural gas and certain gas costs, which the 
regulatory authorities require or permit to be recovered from future revenues; such charges 
are being amortized over various time periods, not in excess of 20 years. 


CONSOLIDATED 1971 1970 
STATEMENT 
OF INCOME Revenues 
for the year ended December 31, 1971 (thousands of dollars) SalesranclrO thenene Viel CSae reer sere aan rrr wk reg min ny ied ey eee $192,784 $172,647 
Share of income of Coleman Collieries Limited (a) ................... 119 
192,903 72,647 
Costs and Expenses 
Gasupurchaseseemm ict ens sink eb note cere ean oncscuate eyes tie ecliet ovtecnenante ete 93,090 84,142 
Onerationsrandemalntenancem-enrern nr ae einen re eccieicicrericei 31,500 27 ASS 
Depreciation and depletion (Note 11) and (a) ..................000-- 16,912 15,645 
TEES, QUNETUMEIN TINCONNETESES o.oo bos condone dnpenesasanoonsbooouns 5,337 5,076 
RWSL REX ih: Arce csqcep tons cl Ge OAT E TEL Oc, atc FRE OCRER TIEN ORE ERLE SE ee eee 24,158 21,674 
(a) See “Accounting Policies’’ In@ontertaxesita) Per mec caren orornoner re Sur ict cecicackeisin lun reiminne eNO Toe ae eeaiauonts 718 746 
171,715 154,416 
Income Before Minority Interests ..............0 0. cee eee eee ee eee eens 21,188 18,231 
Minority interests in subsidiaries 
Breferencershareidiviclenmcls: spar trustercte ter eie cra rateite,<oneiececsiencloie <reie eae 932 1,070 
Gommim Onishaneveaniainesae pees cpstetesete: ete teeemen et, clegee strive sealcearc isle meee ca 4,398 3,238 
5,330 4,308 
Consolidated Net Income (Note dil) 5.5... 4.20... oe eee se eee seen s- 15,858 13,923 
DividendsionjpretenenCe:shanes mr ertsmicl aso cirobsteneleieesee ee scsi) oy ste Sielare vist 2,629 2,716 
Net Income Applicable to Common Shares ................0..00-00000: $ 13,229 $ 11,207 
Earnings per common share (Note 11) and (a) 
BaSl Cae cute bacebseay tc ws che seemed eRe Pert ares eaters deck asece sue aici aeeat Staion ens Kobe 99¢ 87¢ 
UUW TCHWRel onto kage WwoOeso dan oAe CGouttod 6 ON Opaannooman son oboe 97¢ 85¢ 
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PE voxtusen AND CENTRAL GAS CORPORATION 
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and its Subsidiaries 


CONSOLIDATED 
BALANCE 
SHEET 


as at December 31, 1971 (thousands of dollars) 


(a) See ‘Accounting Policies’’ 


Signed on behalf of the Board: 
Edmund C. Bovey, Director. 


C. Spencer Clark, Director. 


Assets 


Current Assets 
Gash *anditshort-term: depositsmasre: seer een reer 
Accounts receivable, Scere wictcanceetoteen Stee er tees aE nee ar eee eee ee 
Wnbilled/:gas:salessc wit. kcpous saceentaers a cern cee ayant Aen ance eens 
Inventories, at lower of cost and replacement Cost ..............00-00005 
Prepayments,adVancesvand Cepositsmmrener acer ieirae ear ien rice 


Investments; at, ‘cost (Note, 3) mies cierccm crise eters eras & areal avarereun elenstelssenseeteretatrs 


Property, Plant and Equipment (Notes 4 and 11) and (a) 
Gohl erento ak Sone ene oe One COS MME OU CloTcKO CIO Se Ue AL OSU eS 


Deferred Charges, at amortized cost (Note 5) and (a) 


Intangible Assets Arising from Acquisitions, at amortized cost (Note 11) and (a) 


1971 1970 
$ 8,237 $ 11,062 
26,115 25,081 
4,932 4,832 
8,691 7,578 
2,606 2,882 
50,581 51,435 
27,810 25,412 
600,365 524,429 
124,723 107,451 
475,642 416,978 
16,552 15,209 
36,321 36,292 
$606,906 $545,326 


Liabilities 
Current Liabilities 
Gommenciallpape har wees trae. cen ee rere ame erersiern aioe evel aisi oiete oes 


AGCOWING scala: alo aveel Wel 5 snocancuocdcobdcu oun suoouuDonmecoms oes 
IMcomeran doth Grataxe seerweytunese ce pevcrrericinspsroleicrste: evans o ererore-clekereuaier eos 


Other 


BankeeOans: (NOG) emcee searcee erste neeeiaieee sane sho erase netareuacesie enemy eran meters 
FonglenmneD ebtmINote oy: cuvernersie ci eieyetonsiayro cieeied ore ay urerayehasmisr stajretisys. seeavens 
Minority Interests in Subsidiaries (Note 8) .......... 0... eee eee eee eee 


MOtalEL TaD iti eSiee etree eon eee. icicle ome oc iaioun eros ica ene 


Shareholders’ Equity 


Capital Stock (Note 9) 
Authorized 
574,617 First preference shares $50 each par value, issuable in series 
1,685,326 Second preference shares $25 each par value, issuable in series 
30,445,160 Common shares without par value 
Issued 
First preference shares 
BHO), W260) CUTENESS TN SEMIS 4 gobo 500 scccnocncnnodnooccenes 
SSO SPA) CUNT ELIE Seeo ne BAMES coacconogcocGnoeuanoosnconct 
Second preference shares 
{OMA SSOS EUTMMIENINE GOMESIN coocccbooncudbouabubeogouboancoad 
3) O75 O15 O cumulative convertible Series: Bi sacs ers ele tcitcnyeria < 
[US HAOshy la t(Golnnnee saclichie.o eomesorcocn oouuumoonmoodbne Globee doce 


PAI IE SUTp US meme treet rc isiea ete ener tiey kets bole) cuasartene ci ens oveherlavsver eke ohensinveretaee 
Reainea | Earninyes (Nous 10) atscdcocconccus coos uccunsonoOoncuouanooondt 


motaliShareholders Equity merrier eter error eran iar eee raraic 


1971 1970 
$ 18,350 $ 21,575 
31,087 24,038 
1,518 1,174 
7,944 7,353 
1,099 1,172 
59,998 55,312 
27,702 27,452 
305,729 261,566 
60,144 50,853 
453,573 395,183 
6,930 7,200 
1,790 1,969 
253 5,702 
32,799 32,799 
78,872 73,628 
1,909 3,361 
30,780 25,484 
153,333 ~ 150,143 
$606,906 $545,326 
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|| AND CENTRAL GAS CORPORATION 


and its Subsidiaries 


CONSOLIDATED STATEMENTS OF RETAINED EARNINGS 


AND PAID-IN SURPLUS 


for the year ended December 31, 1971 (thousands of dollars) 


Retained Earnings 


Balance at Beginning of Year 


Paid-in Surplus 
1971 1970 1971 


1970 


AS previously reported) cei scrreisisislerre loinc) wee $ 25,983 $ 22,402 $ 3,361 $ 7,775 
Adjustment of depreciation 
and amortization (Note 11) ............... 499 304 
AS TEStAtGG  croreya cnius cise analeYovoueyel slerevovae efonveraiite 25,484 22,098 3,361 7,775 
Gonsolidated’ nei income ....csseee easton. 15,858 13,923 
41,342 36,021 3,361 Ta MAS} 
Dividends 
Preference Sharesite 0 cece sysvqcis overs oso oane oabs 2,629 2,716 
Gommontshatesics cre osc erereaarelaavaerteverererrte 7,914 7,621 
Adjustment of investment in CIGOL resulting 
from issues of additional common shares ...... 1,389 ( 87) 
Share issue: EXPENses <n.c a was areraievara diatory ajareie avers 63 4,501 
CUNGIAR AEE accntctrecrraoee rieie aetete rc acts ase re reas 19 200 
10,562 10,537 1,452 4,414 
Balance at End of Year (Note 10) ............... $ 30,780 $ 25,484 $ 1,909 $ 3,361 
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CONSOLIDATED STATEMENT OF SOURCE AND 
APPLICATION OF FUNDS 


for the year ended December 31, 1971 (thousands of dollars) 


1971 1970 
Source of Funds 
From operations 
Consolidated met incomes-eenem eee seseeeeee eee $ 15,858 $ 13,923 
Charges not requiring funds (depreciation, depletion, 
amortization and minority interests) ................- 23,629 20,342 
39,487 34,265 
Increase (decrease) in minority interests .................. 3,893 (1,166) 
Issue: of long-term (GEbt (tree wistarare aterae ous ctsiovere = ysinctociare) ets 55,251 (i) 47,157 
Isstie Of GOMMONESMAreS Ol Casimir kickte ee crenaiaeteietelctetatats 33 16,886 
hina lagew nee omman ane peel one cn cr euade eas ob cod. conn 116 1,502 
98,780 98,644 
Application of Funds 
Net additions to property, plant and equipment ........... 61,108 (ii) 26,351 
Decrease \inerease) sinibanicslOansmeeieierwne eee aries (— 250) 26,078 
Retirementiof lomg-tenny debts). cc eile ieee ieleielo ee 11,088 7,731 
Dividendsronicominon.sinates amr ciereereirsete ss eaters 7,914 7,621 
Dividends*om prererencershares eerie ariecieee 2,629 2,716 
Redemption of preference shares .. 2.2.0.6... 0.eecercecoees 687 551 
Financing expenses and other deferred charges ............ 3,662 4,001 
Inereasevin Investments; age. aeyaterereciane eteetere sveteretersregerenerer are 2,398 4,669 
Acquisition of shares of subsidiaries .................000- 15,084 2,676 
104,320 82,394 
Increase (Decrease) in Working Capital Position ............ $( 5,540) 


(i) Includes $5,251,000 long-term debt of Coleman. 
(ii) Includes $16,379,000 net property and plant of Coleman. 


$ 16,250 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
for the year ended December 31, 1971 


1. Accounting policies 
The information on page 20 presents a summary of certain accounting policies and is an 
integral part of these financial statements. 


2. Subsidiaries 
Sales and other revenues, the Company’s share of net income (both in thousands of dollars) 


and percentage ownership held by the Company at year end for each principal subsidiary, 
other than Coleman, were: 


1971 1970 
Sales and Share Sales and Share 
other of net Owner- other of net Owner- 
revenues income ship revenues income ship 
Gas utilities 
Greater Winnipeg 
(Gase Compal yaratra aareeyeterae: $30,106 $3,668  99.7°/o $28,033 $3,174  99.6%o 
Gaz Métropolitain, inc. ...... 55,059 3,361 81.6°/o 50,846 782 81.6°/o 
Oil and gas exploration 
and production 
CIGOL and subsidiaries ...... 41,271 5,985 62.1°/o 33,196 5,460 66.0°/o 


Coleman’s operating results (in thousands of dollars) for each of its last two fiscal periods are 
summarized as follows: 


Nine months Twelve months 


ended ended 
December 31,1971 March 31, 1971 
Salsmneer ameter ae RT ol oriie ese eralnre ee eibid tro are eiSitheraayn giv aires $6,194 $7,699 
GOstsuG hs PROdUCH OMacmmetcmecine cra mo emme selon ve wiehneinn vie.den (5,091) (6,525) 
Depreciationwandedepletiomn aerrctectenni-rtaieriielelsieinele cme eel er ( 776) (Chl) 
ING Uaal ING Olive mmaerncarekerna cay cimuets ternrsa racers) sverst's;ab euros siedaisnauwvel chaseranaaieiala $ 327 $ 363 
3. Investments (in thousands of dollars) 
1971 1970 
Gas utilities 
MOK par eSMEGEIV Ale vate aaisine Ae erate) cele clei arete cvelaicis aiereiene ees eterera = $14,309 $16,322 
OE ame mee eran Ara e ek oree caer Sick Ge aaron cue Risleis Wl Wait akeie Gueteleeraie 590 425 
14,899 16,747 
Oil and gas exploration and production 
Shares and advances—fifty percent owned companies .......... 108 1,216 
Shares of Elf Oil Exploration and Production Canada Ltd. ....... 9,536 4,274 
@theanmshvahies wersererctore sete ol etetstertatc cess sisi ti eierey es heveiederete es eistaccteraes ces 3,267 3,175 
12,911 8,665 
$27,810 


4. Property, plant and equipment (in thousands of dollars) 


1971 1970 
Accumulated 
depreciation 
Description Cost and depletion Net Net 
Gas utilities ; 
Gokenplanteee cere wisses oe eislerae tents eieyavers $ 16,557 $ 8604 $ 7,953 $ 8129 
GaSStorage! veces s syercvsyslsis w ctecs vais aieeisisicis 20,455 1,269 19,186 19,341 
Gasmcistiib thon asmcsrinerciien i ie ricer 318,008 39,627 278,381 267,017 
Rentalkequipment peaceteteaeeerieeccier 38,482 8,188 30,294 32,560 
General tplant’ sas. acmette aca sees 17,035 4,160 12,875 12,034 
Gonstructionsin PrORNESS snc cess ener oc 2,610 2,610 294 
Customers’ and other contributions ..... (3,059) (3,059) (2,642) 
410,088 61,848 348,240 336,733 
Oil and gas exploration and production 
Oil and gas properties and equipment .... 109,599 37,517 72,082 60,453 
Pipelines and processing plants ......... 27,423 17,652 9,771 9,998 
Propane marketing equipment .......... 17,733 4,199 13,534 9,794 
154,755 59,368 95,387 80,245 
Coal properties 
Goal PESEIVESi se sisi cre sacoe ava recor sete Gnesale 22,401 338 22,063 
Riodisction Gquipmemtyzte. semis crass 13,121 3,169 9/952 
35,522 3,507 32,015 
$600,365 $124,723 $475,642 


$416,978 
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KE vox AND CENTRAL GAS CORPORATION 


and its Subsidiaries 


5. Deferred charges, at amortized cost (in thousands of dollars) 7. Long-term debt (in thousands of dollars) Bue wide 1971 1970 
year 
Description Basis or period of amortization 1971 1970 : we. 
———— Northern and Central Gas Corporation Limited 
Gas utilities 51/2%/o-8'/2°/o First mortgage bonds, 1972-1989 ........ $ 4579 $97,791 $ 99,391 
Long-term debt issue Amortizediover term of CHM Senior claemiuies, WA) seoncaonsodcoscnsanacc 50,000 
EXPENSe: quacks en eee applicable issue ..........+. $ 8,767 $ 7,664 6°/o Notes and subordinated notes, 1975-1987 ........ 140 7,954 8,094 
Gontributionitolcustomers 53/49/0-9'/2°/0 Debentures, 1982-1991 ..............:- 320 56,264 58,911 
for conversion to natural ere 5,039 212,009 166,396 
Bast. akin eines cere ors Sito 2Oiyealsuaaacemere ee 1,955 1,600 Greater Winnipeg Gas Company SSS SS 
Excess gas costs .......+++0- 10. @ DO NCAG. acacsacesesoons 1,170 1,267 53/4°/o-6°/o First mortgage bonds, 1978-1984 .......... 575 19,100 19,675 
Gpocialrental appliance 51/2°/o-6%/0 Debentures, 1979-1980 ........0...ee eee 200 3,025 3,225 
EXPENSES. s.seiets os sievarsrersiece MSU CANS” reavoreieye egeeees sucker nels 903 988 ; +8 775 22,125 22,900 
Rate hearing expense ....... BVT MENG pecoocococrpooddd 908 879 Gaz Métropolitain, inc. ae 
Extraordinary plant 51/2%/o-7°/o First mortgage bonds, 1980-1990 .......... 1,859 33,497 35,198 
MARAE ncocneenclmes B® ONG econ nsocnacasne 957 763 6°/o General mortgage bonds, 1988-1989 ............. 310 11,310 11,585 
Computer conversion costs... 5 to 7 years ..........see000 639 588 52/4c/o) Debentures il 0 5 acm aecanmerte ees aey eet 500 17,000 17,500 
Preliminary engineering Expensed, amortized, or Pea 2,669 61,807 64,283 
and other projects ....... capitalized on completion .. 1,020 1,176 CIGOL and subsidiaries STs 
Prank 57/8°/o-6'/2°/o First mortgage bonds, 1976-1983 ........ 956 11,778 12,816 
LILES ise 6Y/0le Debentures) 1976 saaaen ee nents 78 300 380 
Oil and gas exploration Notes and purchase agreements ............-.----+- 214 2,368 2,053 
and production | heres ent 1,248 14,446 15,249 
Long-term debt issue Amortized over term of Co ne Collieries Limited 
Sense ek ee applicable issue .....+<.+-s 159 08 12°/o 1 Debenturesmad 9 Gileemeni weciicte ie oecieree eae aie 660 
Git a onan eae rer RM eA hes a A Morteages 197251977 Behe cna eee 360 2,487 
Note, 1981 (non-interest bearing) ................5- 1,835 
233 284 Notes; 1973-19760 ea stersctseis etnias, ate cera alopoleeestue te 96 269 
$16,552 $15,209 ae 5,251 
Other Gr sscarsiens acerersaqarviara stern eons Ss uevarsies Aina sie isto aloes 1 289 324 


6. Bank loans (in thousands of dollars) $10,198 315,927 269,152 


1971 1970 Deduct — 
Mey Comma nye Steere tet eee ree ee eee $ 9,000 $13,525 Long-term debt held for sinking fund purposes .............000 2,254 233 
CIGOL and subsidiaries, secured primarily on Current maturities on long-term) debt vj.ene.s occ see eee 7,944 7,353 
Ollt:and) a5; /DTOPEItlES) we acters seetacatonetetapelenvoamar die coe ae 16,677 13,927 10,198 7,586 
Coleraine (oi severezes cape cuausiesn ecsvstaneraecaecans aio ieee esaccerk teen Pe mie 2,025 $305,729 $261,566 
$27,702 $27,452 —————— ————— 
: The above figures include premiums on securities issued in U.S. funds converted to Canadian 
funds at their respective dates of issue. Long-term debt maturities and sinking fund require- 
While these loans are evidenced by demand notes, the Company customarily repays its bank ments, for each of the four years subsequent to 1972, are as follows: 
loans from the proceeds of long-term financing. 1973 — $11,286,000; 1974 — $11,528,000; 1975 — $11,969,000; 1976 — $12,356,000. 
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8. Minority interests in subsidiaries (in thousands of dollars) 


1971 1970 
Preference Common 
shares share equity Total Total 
Gas utilities 
Greater Winnipeg Gas Company ........ $ 80 $ 80 $ 684 
GazsMetropolitain, imGe -enieciciee eciaccins $15,160 7,018 22,178 21,578 
Oil and gas exploration and production 
GiG@Mancdisubsidiarieswacanm annonce 1,676 34,518 36,194 29,191 
Coal properties 
Coleman Collieries Limited ............. 2,081 ( 389) 1,692 
$18,917 $41,227 $60,144 $50,853 


9. Capital stock 
Changes in the Company's issued capital during 1971 were as follows (in thousands of dollars): 


Common shares First preference shares Second preference shares 


First series Second series Series A Series B 


Par Par Par Par 
Number Amount Number value Number value Number value Number value 


ar AnYN toil Zid) cereretersiare 13,057,406 $73,628 144,000 $7,200 39,388 $1,969 228,075 $5,702 1,311,975 $32,799 
Issued for cash 
Employees’ share 


purchase plan ...... 2,710 31 

Warrants: <ciissaiesce 215 2 
Incentive stock 

option plan 14,995 
Converted ac 333,470 5,211 (208,419) (5,211) 
Redeemed ..........+ (5,394) (270) ( 3,585) ( 179) ( 9,530) ( 238) 


December 31, 1971 ... 13,408,796 $78,872 138,606 $6,930 35,803 $1,790 10,126 $ 253 1,311,975 $32,799 


The first preference shares, first and second series, are currently redeemable at $52.00 and 
$50.50 per share, respectively, and do not presently have voting rights. The second preference 
shares, series A, are redeemable at $27.50 per share and have voting rights. The second 
preference shares, series B, (redeemable at $26.50 per share after August 14, 1976), have voting 
rights and are convertible into 2,361,555 common shares to August 15, 1977. 


Unissued common shares are reserved as follows: 
22,725 under the employees’ share purchase plan, of which 4,649 shares are being 
subscribed for at prices ranging from $11.79 to $15.14 per share, 
2,114 for the exercise of warrants at prices increasing from $9.75 to $15.00 per share and 
expiring in 1978, 

799,325 for the exercise of warrants at $14.00 per share and expiring in 1977, 

434,507 for the incentive stock option plan, of which options on 377,400 shares were out- 
standing at December 31, 1971, exercisable at prices from $11.875 to $16.50 and 
expiring to 1976. During 1971, options on 76,000 shares were granted, options on 
59,680 shares were exercised and options on 2,640 shares expired. 


1,258,671 


10. Retained earnings 


The indentures and agreements relating to the Company’s long-term debt obligations contain 
covenants limiting the payment of dividends. 


11. Restatement of prior years 


In compliance with an order of the Ontario Energy Board in 1971, $3,920,000 previously 
included in intangible assets arising from acquisitions, has been reclassified to property, plant 
and equipment. Also as a result of the order, an amount of $499,000 has been charged to 
retained earnings as an adjustment of prior years’ depreciation and amortization, of which 
$195,000 is applicable to 1970 and $304,000 to 1969 and prior years. For comparative purposes, 
the 1970 figures presented herein have been restated to reflect such adjustments. 


12. Commitments and 1972 capital program 
It is anticipated that the companies will expend in 1972 approximately $50,000,000 on gas 
utility facilities, oil and gas exploration and production facilities and other financial require- 
ments, which it is proposed to finance from operating revenues, from the proceeds of long- 
term financing, and through available lines of credit with chartered banks, including the sale 
of commercial paper. 

Dividends on the Company’s preference and common shares declared in December, 1971, 
in respect of and payable in 1972, are not reflected in the consolidated financial statements. 


13. Statutory information 


The remuneration of directors and senior officers of the Company, paid by the Company and 
its subsidiaries, aggregated $823,000 in 1971 and $775,000 in 1970. 
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PE voxman AND CENTRAL GAS CORPORATION 


and its Subsidiaries 


TEN YEAR 1971 1970 1969 

STATISTICAL INCOME (in thousands of dollars) (Note 3) (Note 3) 
COMPARISON 

Revenues 

Gas; wuillities! 2:2ctaut et ane-acha-o ie erie reunceineree evant $ 147,879 136,533 121,919 

Oil and gas exploration and production ............ 41,271 32,584 33,390 

Othe pesidots cater eone Ree ene eee ieee (Note 4) 3,753 3530 3,709 

192,903 172,647 159,018 


Costs and expenses 


Gas PURCHASES? so Aro8 ops oon cv-tannte 9 ovayeus ovenslctonerctsuere cic. ote 93,090 84,142 75,451 
Operations and) maintenance wee anette tererrrtetreier 31,500 27,133 25,416 
Depreciationzandade pletion mayacpemer tele tr rit rne 16,912 15,645 16,219 
imaxes7 Ofnelathaneincome:taxCsieerste rte tetet eterna Hoey! 5,076 4,761 
PAW t=) g oko} (Pe yc een en MEE Bec inte: Serer tod nM curtmeceeads 24,158 21,674 18,420 
Income) taxesin nce ake ene er eee ere nae 718 746 1,913 
171,715 154,416 142,180 
COMME KENOME) InaliNOnitay TMK socaccaceaenansenee 21,188 18,231 16,838 
MInOnity IM tereStse a erets a eccasttareusheus -usussorice steueichsperstonnmelcrelrers 5,330 4,308 4,830 
CONSOLIDATED NEMINGOME =e ae eee $ 15,858 13,923 


12,008 


EARNINGS AND DIVIDENDS (Note 2) 


Dividends on preference shares ..............+-eeee- $ 2,629,000 2,716,000 2,779,000 
Earnings applicable to common shares ..............-- $13,229,000 11,207,000 9,229,000 
Basic earnings per cCOmmom shateuaee riers $ A) .87 Tide 
Cash dividends paid on common shares ...........--- $ 7,914,000 7,621,000 6,684,000 
(Gein) Ginaotsintel joxsie Comma SMM sooaccusnccncaccose $ .60 .60 25/5 
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1968 1967 1966 1965 1964 1963 1962 
(Note 3) 

110,970 103,065 57,785 52,180 24,413 21,610 18,840 

23,559 21,268 19,528 — — — — 
2,102 W527 846 603 97 Alas 178 
136,631 125,860 78,159 52,783 24,510 21723 19,018 
65,771 61,222 37,807 29,930 16,028 14,024 12,556 
22,628 22,846 12,981 6,735 2,704 2,677 2,164 
lil 208: 10,399 6,505 2,880 1,091 946 TAs: 
3,914 3,295 as? 1,180 341 278 259 
14,856 12,236 6,184 4,542 2,298 2,214 1,822 
1,025 1,403 1,399 1,089 4) 8 8 
119,447 111,401 66,213 46,356 22,471 20,147 W522 
17,184 14,459 11,946 6,427 2,039 1,576 1,496 
3,143 3,370 3,563 3,074 16 4S 19 
14,041 11,089 8,383 3)see) 2,023 1,561 1,477 
2,816,000 1,238,000 760,000 191,000 114,000 120,000 120,000 
11,225,000 9,851,000 7,623,000 3,162,000 1,909,000 1,441,000 1,357,000 
.96 85 89 89 .62 51 49 
5,435,000 4,431,000 3,021,000 989,000 822,000 698,000 346,000 
475 39 Os) 30 TAS 125 25 


Notes 
(1) Principal subsidiaries acquired during the period 
were: 


Lakeland Natural Gas Limited 1965 
Greater Winnipeg Gas Company 1965 
Canadian Industrial Gas & Oil Ltd. 1966 
Gaz Métropolitain, inc. 1967 
Trans-Prairie Pipelines, Ltd. (subsidiary of CIGOL) 1969 
Coleman Collieries Limited 1971 


(2) Restated to give effect to a 2 for 1 split of common 
shares in 1966. 


(3) Restated — see Note 11 on page 27. 


(4) Includes share of 1971 income of Coleman Collieries 
Limited. 


Five year statistical information of individual companies 
is available upon request. 
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PE voxres AND CENTRAL GAS CORPORATION 


and its Subsidiaries 


TEN YEAR 
STATISTICAL 
COMPARISON 
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SYSTEM DATA—GAS UTILITIES 


Miles of pipe at year-end—distribution and transmission .. 
Expenditures for plant additions (000’s) ................. 
Active utility customers at year-end 
Indistrial sq sake cie.Gce vic sum odio, ocersheneeeh oemerensteus ate otteveicen cto 
Commercial) fii: csien Jt Gc sanalatens caeane eacpaete en eameted onl aeceteas 
Residential x sey0. (ere sincsopshetote see catenthsketeiers cause rs orees 


Gas sales—MCF 

(dustrial itirinises sects ceria arerstertatereraseereretorare 
lnaustrialmpintennuptiol Camerrmnericr ce ereeae et eect 
Commercial Faecccut. cece eer ern een aire 
Residential 2 wre eccuna tie ote oe one Deo eee 


Yak: | = eee et Pg RR Tri em MEA RNS a a eal 


Gas sales and other operating revenues (000’s) 
Industrial fitter cent ereaer oe eee ee 
IndUstrialminternUptib] Cherie meee rrr 
Commeictall cccrss acer dace cece siiccei etre saeco: 


1971 1970 1969 
4,871 4,764 4,696 
22,956 17,189 43,556 
2,072 2,038 1,973 
26,364 25,730 25,319 
370,985 369,508 371,216 
399,421 397,276 398,508 
73,449,465 62,334,342 54,727,140 
51,806,854* 50,865,461* 45,247,563 
29,303,295 29,117,926 26,862,167 
43,868,516 43,777,970 40,600,054 
198,428,130 186,095,699 167,436,924 
$ 40,259 33,464 28,836 
21,801* 19,522* 16,634 
24,626 23,641 21,778 
54,381 53,289 49,803 
6,812 6,617 4,868 

$ 147,879 136,533 


121949 


1968 1967 1966 1965 1964 1963 1962 
4,445 4,068 2,618 2,388 1,001 968 9311 
44,640 32,364 19,947 11,815 B29) 4,243 Tote 
U977 1,916 423 402 106 110 96 
24,705 23,649 12,853 11,998 4,221 3,860 3,277 
366,233 360,215 149,025 136,567 48,607 44,651 39,052 
892,915 385,780 162,301 148,967 52,934 48,621 42,425 
43,619,254 38,797,233 , 24,861,309 20,484,723 13,462,878 11,584,714 TO AZZ O07 
42,028,400 33,664,700 —- 25,455,022 25,290,613 17,229,234 16,507,127 16,584,077 
23,650,826 22,065,699 15,766,111 13,831,354 4,728,448 4,004,298 3,344,885 
39,164,172 37,487,924 22,514,942 20,486,351 6,031,029 5,261,790 4,225,021 

— 8,029,587 = — = a = 
148,462,652 140,005,143 88,597,384 80,093,041 41,451,589 D7 SINjI29: 34,331,600 
Ups jeh) 20,238 Ti 767 9,848 6,291 5,424 4,681 
15,242 12,298 9,081 9,093 6,325 6,048 Seve 
19,903 18,417 11,798 10,463 a5 92 3,176 2,660 
49,411 45,583 23,469 21,407 7,755 6,656 DOT 2 

_ 3,586 = 4 — = = 
3,675 2,943 1,670 1,369 450 306 130 
103,065 52,180 24,413 21,610 18,840 


110,970 


57,785 


*Includes sales of liquefied natural gas 
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Distribution of Common Shares 


December 31, 1971 


of Northern and Central Gas Corporation Limited 


Shares 


Alberta 2.51% 


Manitoba 8.13% 


British Columbia 5.90% 


TOTAL CANADIAN 
91.93% 91.98% 


Ontario 42.63% 


Quebec 29.92% 


Shareholders 


Manitoba 5.49% 


Ontario 48.85% 


Quebec 10.11% 


Alberta 6.72% 


British Columbia 13.64% 


Other Canadian 


7.17% 


Contribution to 
Consolidated Income 


Greater Winnipeg Gas 19% 


Gaz Métropolitain 18% 


Other 3% 


Sales and other 
revenues 


Oil and gas 
exploration and 
production 21% 


Gas utilities 


Industrial 32% 


Commercial 13% 


Residential 28% 


Printed in Canada on Paragon Brilliant 


There are thousands of industrial uses for natural gas. 


NORTHERN AND CENTRAL GAS CORPORATION 
1971 


4600 Toronto-Dominion Centre, Toronto 1, Canada 


NORTHERN AND CENTRAL 
GAS CORPORATION LIMITED 


4600 Toronto-Dominion Centre, Toronto 1, Ontario 


OPERATING SUBSIDIARIES: 


ALBERTA 

Canadian Industrial Gas & Oil Ltd. 
640 Eighth Avenue, S.W., Calgary 2. 
MANITOBA 

Greater Winnipeg Gas Company 

265 Notre Dame Avenue, Winnipeg 2. 


ONTARIO 


Ontario Division, Northern and Central Gas Corporation 
Limited 
150 Consumers Road, Willowdale 425, Ontario. 


Champion Pipe Line Corporation Limited 
4600 Toronto-Dominion Centre, Toronto 1. 
QUEBEC 

Gaz du Québec, inc. 

1717 du Havre St., Montreal 134. 

Gaz Métropolitain, inc. 

1717 du Havre Ste., Montreal 134. 


Le Gaz Provincial du Nord de Québec Ltée 
9 est rue Perreault, Rouyn. 


CONSOLIDATED STATEMENT 
OF SOURCE OF FUNDS 
FOR NET PROPERTY ADDITIONS (UNAUDITED) 


(Thousands of Dollars) 
6 Months Ended 


June 30 
1971 _1970 
Earnings Retained in the Business 
Consolidatedinet'income. . 1. 1 « 6 ee 2 ws $12,764 $10,915 
Non-cash items 
Depreciation, depletion, amortization, 
minority interests, etc Sehr 5 11,673 10,320 
Dividends on preference shares i (1,330) (1,364) 
Dividends on common shares ase mks : (3,936) (3,710) 
TSA 16,161 
Financing 
Issue of long-term debt . re sR ys 1 ia 51,013 25,196 
Issue of common shares for cash . 2 A ‘ 26 16,883 


Decreaseinbankfoans........:... (23,137) (32,486) 


Retirement of long-termdebt .......4.. (4,741) (5,129) 
Redemption of preference shares . Are F (396) (418) 
Financing expenses é F (1,741) (2,363) 
Acquisition of shares of subsidiary companies . . . ___ (85) Gs) 
20,939 1,640 
Other Items 
Increase in working capital . . . 2... . 2. (23,733) (3,787) 
Increase in investments. . . . Pa Rants Raa cade (764) (3,301) 
OED Ol IGT atti ia) ol Ge oma a es Ae 2,625 __ (654) 
(21,872) (7,742) 


Net Property Addit 


ab acmeal pene $18,238 $10,059 


hc 


Printed in Canada 
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NORTHERN AND CENTRAL GAS M 
ORPORATION LIMITED os 


NORTHERN AND CENTRAL GAS CORPORATION LIMITED 


To the Shareholders : 


Consolidated net income for the first six 
months of 1971 was $12,764,000, an in- 
crease of 16.9% over $10,915,000 for the 
same period of 1970. Total sales and other 
revenues increased 10.4%, from $94,267,000 
to $104,102,000. Basic earnings per share 
were 86¢, compared to 76¢ for 1970. 


Utility operations contributed $10,039,000, 
or 78.6%, to consolidated net income in 
1971, compared to $8,054,000, or 73.8% in 
1970. This increase reflects the results of the 
continuing programs of cost containment 
and other income improvements in all three 
utility areas but, most notably, in Montreal. 


CIGOL and its subsidiaries have partici- 
pated in the drilling of 14 oil and 8 gas wells 
to date this year. Of particular importance Is 
the announced condensate discovery in 
Block 30/2-1 of the North Sea in which 


CIGOL has a 15% interest. In recognition of 
the significance of areas of interest outside 
Canada, CIGOL has recently established an 
office in London. CIGOL’s contribution to 
consolidated net income was $2,725,000, 
compared to $2,860,000 in 1970. 


The Company has recently recommenced 
the issue and sale of commercial paper which, 
together with maturities of present short 
term investments and bank lines of credit, 
will provide funds for the balance of the 
planned 1971 capital construction program. 


C. Spencer Clark Edmund C. Bovey 


President and 


Chairman of the Board Chief Executive Officer 


July 30, 1971 


COMPARATIVE STATEMENT OF INCOME (UNAUDITED) 


(Thousands of Dollars) 


Revenues 
Sales and other revenues . 


Costs and Expenses 
GasipUMichasesucsaen enn ane 
Operations and maintenance 
Depreciation and depletion 
Taxes other than income 
Interest . 

Income taxes 


Income before minority interests 


Minority interests in subsidiaries 
Preference share dividends 
Common share earnings 


Consolidated Net Income . ; 
Dividends on Preference Shares 


Earnings Applicable to Common Shares 


Earnings per Share: 
Dasicy . vee 
fully diluted 


6 Months Ended 12 Months Ended 


June 30 June 30 

1971 1970 Al 1970 
$104,102 $ 94,267 $182,482 $167,183 
47,595 43,442 88,295 80,159 
15,243 13,588 28,788 26,819 
8,887 8,028 16,309 15,825 
219 2,646 5,209 5,084 
11,899 10,799 22,774 20,505 
2,149 2,276 619 1,889 
88,552 80,779 161,994 150,281 
15,550 13,488 20,488 16,902 
475 543 1,002 1,100 
Ae 2,030 S510 3,056 
2,786 2,573 4,521 4,156 
12,764 10,915 15,967 12,746 
1,630 1,364 2,682 2,744 

$ 11,434 $9 9/551 $ 13,285 $ 10,002 
86 $ 76 $ 99 $ 82 

78 $ 70 $ 95 $ 81 


